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Forward-Looking Statements

This report includes “forward-looking statements” within the meaning of Section 27A of the Securities Act of 1933, as amended and Section 21E of the
Securities Exchange Act of 1934, as amended. All statements other than statements of historical fact are “forward-looking statements” for purposes of this
Quarterly Report on Form 10-Q, including, without limitation, any projections of earnings, revenue or other financial items, any statements of the plans and
objectives of management for future operations (including, but not limited to, pre-clinical development, clinical trials, manufacturing and commercialization),
any statements concerning proposed drug candidates, potential therapeutic benefits, or other new products or services, any statements regarding future
economic conditions or performance, any changes in the course of research and development activities and in clinical trials, any possible changes in cost and
timing of development and testing, capital structure, financial condition, working capital needs and other financial items, any changes in approaches to
medical treatment, any introduction of new products by others, any possible licenses or acquisitions of other technologies, assets or businesses, our ability to
realize the full extent of the anticipated benefits of our acquisition of the assets of EGEN, Inc., including achieving operational cost savings and synergies in
light of any delays we may encounter in the integration process and additional unforeseen expenses, any possible actions by customers, suppliers, partners,
competitors and regulatory authorities, compliance with listing standards of The NASDAQ Capital Market and any statements of assumptions underlying any
of the foregoing. In some cases, forward-looking statements can be identified by the use of terminology such as “may,” “will,” “expects,” “plans,”
“anticipates,” “estimates,” “potential” or “continue,” or the negative thereof or other comparable terminology. Although we believe that our expectations are
based on reasonable assumptions within the bounds of our knowledge of our industry, business and operations, we cannot guarantee that actual results will not
differ materially from our expectations.

» o«
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Our future financial condition and results of operations, as well as any forward-looking statements, are subject to inherent risks and uncertainties, including,
but not limited to, the risk factors set forth in Part II, Item 1A “Risk Factors” below and for the reasons described elsewhere in this Quarterly Report on Form
10-Q. All forward-looking statements and reasons why results may differ included in this report are made as of the date hereof and we do not intend to update
any forward-looking statements, except as required by law or applicable regulations. The discussion of risks and uncertainties set forth in this Quarterly
Report on Form 10-Q is not necessarily a complete or exhaustive list of all risks facing us at any particular point in time. We operate in a highly competitive,
highly regulated and rapidly changing environment and our business is in a state of evolution. Therefore, it is likely that new risks will emerge, and that the
nature and elements of existing risks will change, over time. It is not possible for management to predict all such risk factors or changes therein, or to assess
either the impact of all such risk factors on our business or the extent to which any individual risk factor, combination of factors, or new or altered factors,
may cause results to differ materially from those contained in any forward-looking statement.

»

Except where the context otherwise requires, in this Quarterly Report on Form 10-Q, the “Company,” “Celsion,” “we,” “us,” and “our” refer to Celsion

Corporation, a Delaware corporation and its wholly-owned subsidiary CLSN Laboratories, Inc., also a Delaware corporation.

»
>

Trademarks
The Celsion brand and product names, including but not limited to Celsion® and ThermoDox® contained in this document are trademarks, registered
trademarks or service marks of Celsion Corporation or its subsidiary in the United States (“U.S.”) and certain other countries. This document also contains

references to trademarks and service marks of other companies that are the property of their respective owners.
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PART I: FINANCIAL INFORMATION

Item 1. FINANCIAL STATEMENTS

CELSION CORPORATION

CONDENSED CONSOLIDATED
BALANCE SHEETS

March 31, 2019
(Unaudited) December 31, 2018
ASSETS
Current assets:
Cash and cash equivalents $ 3,575,590 $ 13,353,543
Investment securities - available for sale, at fair value 20,166,768 14,257,998
Accrued interest receivable on investment securities 78,070 68,309
Advances and deposits on clinical programs and other current assets 1,040,600 451,293
Total current assets 24,861,028 28,131,143
Property and equipment (at cost, less accumulated depreciation and amortization of
$2,998,600 and $2,968,259, respectively) 299,448 184,627
Other assets:
In-process research and development, net 15,736,491 15,736,491
Goodwill 1,976,101 1,976,101
Other intangible assets, net 511,463 568,292
Operating lease right-of-use assets, net 1,695,931 =
Deposits and other assets 315,490 258,933
Total other assets 20,235,476 18,539,817
Total assets $ 45,395,952 $ 46,855,587

See accompanying notes to the condensed consolidated financial statements.
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CELSION CORPORATION

CONDENSED CONSOLIDATED
BALANCE SHEETS

(Continued)
March 31, 2019
(Unaudited) December 31, 2018
LIABILITIES AND STOCKHOLDERS’ EQUITY

Current liabilities:

Accounts payable — trade $ 2,585,591 $ 3,020,638

Other accrued liabilities 2,462,965 2,585,898

Operating lease liability — current portion 344,721 —

Deferred revenue - current portion 500,000 500,000
Total current liabilities 5,893,277 6,106,536

Earn-out milestone liability 5,777,664 8,907,664

Note Payable, net of deferred financing costs 9,514,495 9,417,037

Operating lease liability — non-current portion 1,438,914 =

Deferred revenue - non-current portion 1,375,000 1,500,000

Other liabilities - non-current = 63,278
Total liabilities 23,999,350 25,994,515
Commitments and contingencies - -
Stockholders’ equity:

Preferred Stock - $0.01 par value (100,000 shares authorized, and no shares issued or

outstanding at March 31, 2019 and December 31, 2018) - -

Common stock - $0.01 par value (112,500,000 shares authorized; 19,662,354 and

18,832,168 shares issued at March 31, 2019 and December 31, 2018, respectively, and

19,662,020 and 18,831,834 shares outstanding at March 31, 2019 and December 31,

2018, respectively) 196,624 188,322

Additional paid-in capital 297,231,041 294,393,313

Accumulated other comprehensive gain 86,824 29,872

Accumulated deficit (276,032,699) (273,665,247)
Total stockholders’ equity before treasury stock 21,481,790 20,946,260

Treasury stock, at cost (334 shares March 31, 2019 and December 31, 2018) (85,188) (85,188)
Total stockholders’ equity 21,396,602 20,861,072
Total liabilities and stockholders’ equity $ 45,395,952 $ 46,855,587

See accompanying notes to the condensed consolidated financial statements.
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CELSION CORPORATION

CONDENSED CONSOLIDATED
STATEMENTS OF OPERATIONS
(Unaudited)

Technology development and licensing revenue

Operating expenses:
Research and development
General and administrative

Total operating expenses
Loss from operations

Other income (expense):
Gain (loss) from change in valuation of earn-out milestone liability
Fair value of warrants issued in connection with amendment to modify GEN-1 earn-out milestone
payments
Investment income
Interest expense
Other income

Total other income (expense), net

Net loss

Net loss per common share
Basic and diluted

Weighted average shares outstanding
Basic and diluted

Three Months Ended
March 31,
2019 2018
125,000 $ 125,000
2,767,659 2,741,076
2,217,864 1,665,028
4,985,523 4,406,104
(4,860,523) (4,281,104)
3,130,000 (270,195)
(400,000) -
113,791 73,724
(350,747) .
27 580
2,493,071 (195,891)
(2,367,452) $ (4,476,995)
0.12) $ (0.25)
19,104,785 17,683,847

See accompanying notes to the condensed consolidated financial statements.
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CELSION CORPORATION

CONDENSED CONSOLIDATED
STATEMENTS OF COMPREHENSIVE LOSS

(Unaudited)
Three Months Ended
March 31,
2019 2018
Other comprehensive (loss) gain
Changes in:
Reclassification of realized gain on investment securities
recognized in investment income, net $ (9,381) $ -
Unrealized gain (loss) on investment securities 66,333 (23,250)
Change in unrealized gain on available for sale securities 56,952 (23,250)
Net loss (2,367,452) (4,476,995)
Comprehensive loss $ (2,310,500)  $ (4,500,245)

See accompanying notes to the condensed consolidated financial statements.
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CELSION CORPORATION

CONDENSED CONSOLIDATED
STATEMENTS OF CASH FLOWS
(Unaudited)

Cash flows from operating activities:
Net loss

Non-cash items included in net loss:
Depreciation and amortization
Change in fair value of earn-out milestone liability
Fair value of warrants issued in connection with amendment to modify the GEN-1 earn-out milestone
payments
Recognition of deferred revenue
Stock-based compensation costs
Shares issued in exchange for services
Amortization of deferred finance charges and debt discount associated with notes payable
Change in deferred rent liability
Net changes in:
Accrued interest on investment securities
Advances, deposits and other current assets
Accounts payable and accrued liabilities

Net cash (used in) operating activities:

Cash flows from investing activities:
Purchases of investment securities
Proceeds from sale and maturity of investment securities
Purchases of property and equipment
Net cash (used in) provided by investing activities

Cash flows from financing activities:
Proceeds from sale of common stock equity, net of issuance costs
Net cash provided by financing activities

Decrease increase in cash and cash equivalents
Cash and cash equivalents at beginning of period
Cash and cash equivalents at end of period

Supplemental disclosures of cash flow information:
Interest paid

Non-cash financing and investing activities
Fair value of warrants issued in connection with amendment to modify the GEN-1 earn-out milestone
payments

Realized and unrealized gains and losses, net, on investment securities

Three Months Ended
March 31
2019 2018
(2,367,452) $ (4,476,995)
188,806 87,171
(3,130,000) 270,195
400,000 -
(125,000) (125,000)
691,145 153,668
- 15,840
97,458 -
- (1,478)
(9,761) (12,752)
(645,864) -
(635,190) (565,945)
(5,535,858) (4,655,296)
(11,251,818) (5,710,392)
5,400,000 -
(145,162) (29,637)
(5,996,980) (5,740,029)
1,754,885 1,236,584
1,754,885 1,236,584
(9,777,953) (9,158,741)
13,353,543 11,444,055
3,575,590 $ 2,285,314
253,289 $ -
400,000 $ -
56,952  $ (23,250)

See accompanying notes to the condensed consolidated financial statements.

5




Balance at January 1, 2019

Net loss

Sale of equity through equity
financing facilities

Common stock warrants issued in
connection with amendment to
modify GEN-1 earn-out milestone
payments

Realized and unrealized gains and
losses, net, on investments
securities

Stock-based compensation expense
Issuance of restricted stock

Balance at March 31, 2019

CELSION CORPORATION
CONDENSED CONSOLIDATED
STATEMENTS OF CHANGES IN STOCKHOLDERS EQUITY
(Unaudited)

THREE MONTHS ENDED MARCH 31, 2019

Accum.
Common Stock Additional Other
Outstanding Paid in Treasury Stock Compr.  Accumulated
Shares Amount Capital Shares Amount Income Deficit Total
18,831,834 $188,322  $294,393,313 334 $(85,188) $ 29,872 $(273,665,247) $20,861,072
- - - - - - (2,367,452) (2,367,452)
822,186 8,222 1,746,663 - - - - 1,754,885
- - 400,000 - - - - 400,000
- - - - - 56,952 - 56,952
- - 691,145 - - - - 691,145
8,000 80 (80) - - - - -
19,662,020 $196,624  $297,231,041 334  $(85,188) $ 86,824  $(276,032,699) $21,396,602

See accompanying notes to the condensed consolidated financial statements.
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Balance at January 1, 2018

Net loss

Sale of equity through ATM
purchase agreement

Realized and unrealized gains and
losses, net, on investments
securities

Stock-based compensation expense
Issuance of restricted stock

Balance at March 31, 2018

CELSION CORPORATION

CONDENSED CONSOLIDATED

STATEMENTS OF CHANGES IN STOCKHOLDERS EQUITY (continued)

(Unaudited)

THREE MONTHS ENDED MARCH 31, 2018

Accum.
Common Stock Additional Other
Outstanding Paid in Treasury Stock Compr. Accumulated
Shares Amount Capital Shares Amount Income Deficit Total
17,276,965 $172,772  $288,408,976 334 $(85,188) $(10,164) $(261,781,888) $26,704,508
- - - - - - (4,476,995) (4,476,995)
457,070 4,571 1,232,013 - - - - 1,236,584
- - - - - (23,250) - (23,250)
- - 153,668 - - - - 153,668
6,000 60 15,780 - - - - 15,840
17,740,035 $177,403  $289,810,437 334  $(85,188) $(33,414) $(266,258,883) $23,610,355

See accompanying notes to the condensed consolidated financial statements.
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CELSION CORPORATION
NOTES TO THE CONDENSED CONSOLIDATED
FINANCIAL STATEMENTS
(UNAUDITED)

FOR THE THREE MONTHS ENDED MARCH 31, 2019 AND 2018
Note 1. Business Description

Celsion Corporation (“Celsion” and the “Company”) is a fully-integrated development stage oncology drug company focused on advancing a portfolio of
innovative cancer treatments, including directed chemotherapies, DNA-mediated immunotherapy and RNA based therapies. Our lead product candidate is
ThermoDox®, a proprietary heat-activated liposomal encapsulation of doxorubicin, currently in a Phase III clinical trial for the treatment of primary liver
cancer (the “OPTIMA Study”). Second in our pipeline is GEN-1, a DNA-mediated immunotherapy for the localized treatment of ovarian cancer. We have
two platform technologies providing the basis for the future development of a range of therapeutics for difficult-to-treat forms of cancer including: Lysolipid
Thermally Sensitive Liposomes, a heat sensitive liposomal based dosage form that targets disease with known therapeutics in the presence of mild heat and
TheraPlas, a novel nucleic acid-based treatment for local transfection of therapeutic plasmids. With these technologies we are working to develop and
commercialize more efficient, effective and targeted oncology therapies that maximize efficacy while minimizing side-effects common to cancer treatments.

Note 2. Basis of Presentation

The accompanying unaudited condensed consolidated financial statements, which include the accounts of Celsion Corporation and its wholly owned
subsidiary CLSN Laboratories, Inc, have been prepared in accordance with generally accepted accounting principles in the United States (GAAP) for interim
financial information and with the instructions to Form 10-Q and Article 10 of Regulation S-X. All intercompany balances and transactions have been
eliminated in consolidation. Certain information and disclosures normally included in financial statements prepared in accordance with GAAP have been
condensed or omitted pursuant to such rules and regulations.

In the opinion of management, all adjustments, consisting only of normal recurring accruals considered necessary for a fair presentation, have been included
in the accompanying unaudited condensed consolidated financial statements. Operating results for the three-month period ended March 31, 2019 are not
necessarily indicative of the results that may be expected for any other interim period(s) or for any full year. For further information, refer to the financial
statements and notes thereto included in the Company’s Annual Report on Form 10-K for the fiscal year ended December 31, 2018 filed with the Securities
and Exchange Commission (SEC) on March 29, 2019.

The preparation of financial statements in conformity with GAAP requires management to make judgments, estimates, and assumptions that affect the
amount reported in the Company’s financial statements and accompanying notes. Actual results could differ materially from those estimates. Events and
conditions arising subsequent to the most recent balance sheet date have been evaluated for their possible impact on the financial statements and
accompanying notes. No events and conditions would give rise to any information that required accounting recognition or disclosure in the financial
statements other than those arising in the ordinary course of business.

Note 3. Financial Condition and Business Plan

Since inception, the Company has incurred substantial operating losses, principally from expenses associated with the Company’s research and development
programs, clinical trials conducted in connection with the Company’s product candidates, and applications and submissions to the U.S. Food and Drug
Administration. We have not generated significant revenue and have incurred significant net losses in each year since our inception. We have incurred
approximately $276 million of cumulative net losses. As of March 31, 2019, we had approximately $23.8 million in cash, investment securities and interest
receivable. We have substantial future capital requirements to continue our research and development activities and advance our product candidates through
various development stages. The Company believes these expenditures are essential for the commercialization of its technologies.
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The Company expects its operating losses to continue for the foreseeable future as it continues its product development efforts, and when it undertakes
marketing and sales activities. The Company’s ability to achieve profitability is dependent upon its ability to obtain governmental approvals, manufacture,
and market and sell its new product candidates. There can be no assurance that the Company will be able to commercialize its technology successfully or that
profitability will ever be achieved. The operating results of the Company have fluctuated significantly in the past. We have substantial future capital
requirements associated with our continued research and development activities and to advance our product candidates through various stages of
development. The Company believes these expenditures are essential for the commercialization of its technologies.

The actual amount of funds the Company will need to operate is subject to many factors, some of which are beyond the Company’s control. These factors
include the following:

. the progress of research activities;

. the number and scope of research programs;

. the progress of preclinical and clinical development activities;

. the progress of the development efforts of parties with whom the Company has entered into research and development agreements;

° the costs associated with additional clinical trials of product candidates;

. the ability to maintain current research and development licensing arrangements and to establish new research and development and licensing
arrangements;

. the ability to achieve milestones under licensing arrangements;

. the costs involved in prosecuting and enforcing patent claims and other intellectual property rights; and

. the costs and timing of regulatory approvals.

The Company has based its estimate on assumptions that may prove to be wrong. The Company may need to obtain additional funds sooner or in greater
amounts than it currently anticipates. Potential sources of financing include strategic relationships, public or private sales of the Company’s shares or debt, the
sale of the Company’s State of New Jersey net operating losses and other sources. If the Company raises funds by selling additional shares of common stock
or other securities convertible into common stock, the ownership interest of existing stockholders may be diluted.

Annually, the State of New Jersey enables approved technology and biotechnology businesses with New Jersey net operating tax losses the opportunity to sell
these losses through the Technology Business Tax Certificate Program (the “NOL Program”), thereby providing cash to companies to help fund their
operations. The Company determined it met the eligibility requirements of the NOL Program for 2018 and filed its application with the New Jersey Economic
Development Authority (NJEDA) in June 2018. In this application, the Company requested authorization of up to $12.5 million in tax benefits from its
cumulative New Jersey net operating losses to be eligible for sale. In September 2018, the NJEDA notified the Company that its application received approval
under the NOL Program for 2018, and after receiving approval from the NJEDA to transfer $11.1 million of tax benefits in December 2018, the Company
successfully transferred these approved tax benefits which resulted in receipt of $10.4 million in net cash proceeds to the Company at the end of 2018. The
Company has approximately $3.9 million in future tax benefits remaining under the NOL Program for future years and it expects to file an application under
the NOL Program in June 2019.

With $23.8 million in cash, investment securities and interest receivable at March 31, 2019 coupled with future sales of the Company’s New Jersey NOL’s,
the Company believes it has sufficient capital resources to fund its operations into the fourth quarter of 2020. The Company will be required to obtain
additional funding to continue development of its current product candidates within the anticipated time periods, if at all, and to continue to fund operations.
As more fully discussed in Note 11, the Company has approximately $28.6 million available collectively for future sale of equity securities under a common
stock purchase agreement with Aspire Capital Fund, LL.C and a common stock sales agreement with JonesTrading Institutional Services LLC as of March 31,
2019.




Note 4. New Accounting Pronouncements

From time to time, new accounting pronouncements are issued by Financial Accounting Standards Board (FASB) and are adopted by us as of the specified
effective date. Unless otherwise discussed, we believe that the impact of recently issued accounting pronouncements will not have a material impact on the
Company’s consolidated financial position, results of operations, and cash flows, or do not apply to our operations.

In February 2016, the FASB issued Accounting Standards Update No. 2016-02, “Leases” - Topic 842 (ASC Topic 842), which requires that lessees recognize
assets and liabilities for leases with lease terms greater than twelve months in the statement of financial position. Leases will be classified as either finance or
operating, with classification affecting the pattern of expense recognition in the income statement. This update also requires improved disclosures to help
users of financial statements better understand the amount, timing and uncertainty of cash flows arising from leases. The update became effective for fiscal
years beginning after December 15, 2018, including interim reporting periods within that reporting period. The FASB subsequently issued the following
amendments to ASC Topic 842, which have the same effective date and transition date of January 1, 2019:

e ASU No. 2018-10, Codification Improvements to Topic 842, Leases, which amends certain narrow aspects of the guidance issued in ASU 2016-02;
and

e ASU No. 2018-11, Leases (Topic 842): Targeted Improvements, which allows for a transition approach to initially apply ASU 2016-02 at the
adoption date and recognize a cumulative-effect adjustment to the opening balance of retained earnings in the period of adoption as well as an
additional practical expedient for lessors to not separate non-lease components from the associated lease component.

We adopted Topic ASC 842 effective January 1, 2019 and elected to apply the available practical expedients and implement internal controls to enable the
preparation of financial information on adoption. We identified two of our leases consisting of the New Jersey corporate office lease and the Alabama lab
facility lease as being subject to Topic ASC 842. The adoption of this standard resulted in the recognition of right-of-use assets of approximately $1.4 million,
related operating lease liabilities of $1.5 million and reduced other liabilities by approximately $0.1 million on the consolidated balance sheets as of January
1, 2019 with no material impact to the opening balance of retained earnings. See Note 15 for further discussions regarding the adoption of ASC Topic 842.

In August 2018, the SEC issued a final rule to simplify certain disclosure requirements. In addition, the amendments expanded the disclosure requirements on
the analysis of stockholders’ equity for interim financial statements. In August and September 2018, further amendments were issued to provide
implementation guidance on adoption of the SEC rule and transition guidance for the new interim stockholders’ equity disclosure. We adopted this amended
guidance in the first quarter of 2019. The adoption of this amended guidance resulted in us disclosing the Condensed Consolidated Statements of Changes in
Stockholders’ Equity for the three months ending March 31, 2019 and 2018.

In January 2017, the FASB issued Accounting Standard Update No. 2017-01, “Business Combinations (Topic 805): Clarifying the Definition of a Business,”
which clarifies the definition of a business with the objective of adding guidance to assist entities with evaluating whether transactions should be accounted
for as acquisitions (or disposals) of assets or businesses. This guidance is effective for annual reporting periods beginning after December 15, 2018, and
interim periods within those years, with early adoption permitted. The adoption of ASU 2017-01 did not have an impact on our financial statement or
disclosures.

In January 2017, the FASB issued Accounting Standard Update No. 2017-04, “Intangibles-Goodwill and Other, Simplifying the Test for Goodwill
Impairment,” which eliminated Step 2 from the goodwill impairment test. Under the revised test, an entity should perform its annual, or interim, goodwill
impairment test by comparing the fair value of a reporting unit with its carrying amount. An entity should recognize an impairment charge for the amount by
which the carrying amount exceeds the reporting unit’s fair value; however, the loss recognized should not exceed the total amount of goodwill allocated to
that reporting unit. This ASU is effective for any interim or annual impairment tests for fiscal years beginning after December 15, 2019, with early adoption
permitted. The Company adopted this method for its impairment testing of goodwill during 2017 and 2018. Based on the Company’s evaluation, the adoption
of the ASU 2017-04 did not have any material impact on its consolidated financial statements or its disclosures.
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Note 5. Net Loss per Common Share

Basic loss per share is calculated based upon the net loss available to common shareholders divided by the weighted average number of common shares
outstanding during the period. Diluted loss per share is calculated after adjusting the denominator of the basic earnings per share computation for the effects
of all dilutive potential common shares outstanding during the period. The dilutive effects of preferred stock, options and warrants and their equivalents are
computed using the treasury stock method.

The total number of shares of common stock issuable upon exercise of warrants, stock option grants and equity awards were 5,412,554 shares for the three-
month period ended March 31, 2019. Warrants with an exercise price of $0.01 (as more fully described in Note 13 of these financial statements) exercisable
for 200,000 shares of common stock was considered issued in calculating basic loss per share. For the three-month period ended March 31, 2019, diluted loss
per common share was the same as basic loss per common share as the other 5,212,554 warrants and equity awards that were convertible into shares of the
Company’s common stock were excluded from the calculation of diluted loss per common share as their effect would have been anti-dilutive.

The total number of shares of common stock issuable upon exercise of warrants and equity awards was 3,655,643 shares for the three-month period ended
March 31, 2018. For the three month period ended March 31, 2018, diluted loss per common share was the same as basic loss per common share as all
options and all warrants that were exercisable into shares of the Company’s common stock were excluded from the calculation of diluted earnings attributable
to common shareholders per common share as their effect would have been anti-dilutive.

The Company did not pay any dividends during the three-month periods ended March 31, 2019 and 2018.
Note 6. Fair Value of Financial Instruments

Short-term investments available for sale were approximately $20.2 million and $14.3 million as of March 31, 2019 and December 31, 2018, respectively,
con